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Managing Director's Comments on Fund Annual Meeting 


At the closing joint session of the 15th Annual 
Meeting of the Boards of Governors of the Bank and 
the Fund, Mr. Per Jacobsson, Managing Director of 
the International Monetary Fund, said that the main 
impression that he had from the Meeting is that “the 
problems which exercise the minds of those concerned 
with economic and financial affairs have been fully and 
frankly discussed in our deliberations. Many of the 
statements have touched upon policies already pursued 
or in the making; and what has been said in this inter- 
national forum will influence decisions yet to come. 


“We have heard statements of Governors in which 
they have explained the situation in their respective 
countries; they have told us about the difficulties they 
are encountering and the progress that has been made; 
and they have also mentioned a number of problems 
to which they would like to see some solution. There is 
no doubt that a great many countries deserve congratu- 
lations on their achievements, helpful both to them- 
selves and to the world at large. I was pleased to hear 
some Governors indicate that the improved monetary 
position had prepared the way for the formal acceptance 
by their countries of the obligations of Article VIII. 
The preparatory technical work has already been com- 
pleted for a number of these countries, and I believe 
that we may expect the final decisions to be taken 
within the next few months. On the other hand, we 
heard that some countries felt their positions were not 
sufficiently strong for them to move to Article VIII in 
the near future; and, in relation to these countries, the 
Fund will continue to follow the same policies and 
procedures under Article XIV as in the past. 


“We must attach great importance to the declarations 
made by the Governors of certain of the larger countries, 
from which it can be concluded that there is no intention 
to alter the existing exchange structure. These declara- 
tions confirmed the policies previously announced. 
Looking back upon the period of postwar adjustments, 
it is not surprising that exchange rates have been subject 
from time to time to a certain amount of buffeting; 
but I think that we can now feel confident that in the 
‘new environment’ of greater price stability—to borrow 
a phrase from the Governor for the United States—the 
present exchange structure will continue to gain in 
strength. 


“It cannot be expected that the remaining problems 
of disequilibria will all solve themselves, but the impor- 


tance of appropriate action when required has been 
fully acknowledged at this Meeting. It has been generally 
agreed that countries are responsible for taking meas- 
ures directed toward achieving a suitable balance in 
their international payments. This, as some Governors 
have reminded us, is not a matter of achieving balance 
on the current account alone; what is needed is a 
substantial current surplus for the industrial countries 
to enable them to partake in the provision of develop- 
ment capital. At the same time, the capital imports of 
the less developed countries will enable them to finance 
deficits on their current account. This is a problem—as 
the Governor for Germany emphasized—which has to 
be tackled in the light of general international responsi- ” 
bilities. We all listened with great interest to his state- 
ment on this subject, and welcomed his assurance that 
there is a growing awareness and acceptance of this 
responsibility in his country. 

“Many Governors referred to the strains and stresses 
caused by international movements of funds, but it was 
felt that the challenge of this problem could be met 
within the existing international financial system. It was, 
in fact, the general opinion that there is no lack of 
international liquidity. For the industrial countries, 
which finance the bulk of world trade, this is undoubt- 
edly true. But whatever the trend of the reserves in 
individual countries, it was fully recognized that the 
Fund’s resources are an important element in the world 
liquidity situation. For the Fund to perform its function 
as an adequate source of liquidity, it will of course be 
necessary to fit its transactions as much as possible 
into the general system of international settlements. 
The suggestion made by the Governor for the United 
Kingdom that a study should be made of the currencies 
to be drawn from the Fund is of particular interest in 
this connection. Considerable attention has already 
been given to this subject, but I would agree with him 
that it would be useful to examine it afresh in the 
near future. 


“This was not the only proposal for the study of 
particular problems by the Fund. It has been a recur- 
rent theme at recent Annual Meetings that the Fund 
should examine more fully the problems relating to 
the prices of primary products. The Governors of 
Brazil, Greece, Indonesia, Tunisia, and the United 
Arab Republic, in particular, referred to this problem 
earlier this week. As far as the actual use of the Fund’s 
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resources is concerned, a study has already been made 
on the subject of compensatory financing of commodity 
fluctuations. In conjunction with other international 
institutions, and independently, we shall continue to 
study this whole set of problems. 

“I have the impression that at this Meeting I have 
heard the possibility of deflation referred to more specifi- 
cally than at previous Meetings. It seems to me that 
the present situation is characterized by greater stability 
in the level of prices, rather than by any apparent 
deflationary tendencies. But we may feel assured that, 
just as the authorities in the individual countries have 
shown their ability to cope more and more successfully 
with the problem of inflation, so there surely will not 
be lacking the instruments or the determination to cope 
with the opposite problem of deflation, were it really 
to come upon us at some time in the years ahead. In 
particular, the efforts can now be better coordinated 
internationally than was possible in the interwar period. 
Indeed, I fully agreed with the Governor for Austria 
when he expressed the opinion that a forum for the 
exchange of views on monetary and financial develop- 
ments is needed now more than before, and that 
the Fund should be further strengthened as a center 
for monetary cooperation. 


“Turning to another matter, I can assure the Gover- 
nor for India that the Fund will continue to devote 
much attention to different aspects of the question of 
restrictions, including the problems to which he specially 
referred. Consideration of trade policies cannot be 
neglected by the Fund if it is to fulfill one of its main 
objectives set out in Article I of the Fund Agreement— 
to facilitate the expansion and balanced growth of world 
trade. Many Governors—let me mention those of 


France, Greece, Indonesia, Japan, and the United 
States, among others—stressed the need to reduce the 
obstacles to trade, atid in this way we have received a 
clear indication of the importance the Board of Gov- 


ernors attaches to a continued examination by the Fund 
of these problems. 


“There were many other points raised in the state- 
ments by the Governors on which I should have liked 
to comment, but it is not possible to do so within the 
scope of these short closing remarks. I can assure them 
that their remarks will be carefully studied by us in the 
coming months so that we can derive maximum benefit 
from the guidance we have been given. 


“It remains for me to note the many appreciative 
remarks made about the Report of the Executive 
Directors, and to thank the Governors for the very kind 
words directed to me personally and more generally to 
the management and staff. I think no one more than 
Mr. Cochran and myself can bear witness to the hard 
and conscientious work that has been performed by the 
staff in the course of this very active year. Provisions 
have been made in the current budget for an increase 
in the personnel of the Fund, and this increase is now 
doubly needed because of the steady growth in the 
number of member countries, and the more frequent 
requests received and anticipated for technical assist- 
ance and advice. 

“We shall certainly devote our best efforts to the 
work of the Fund in the future, as we have sought to 
do in the past; and I should like to tell you how much 


we have been encouraged in this task by the confidence 
expressed in the Fund and the staff at this Meeting.” 


September 30, 1960 








Stand-By Arrangements with the Fund 

The International Monetary Fund announced on 
September 23 stand-by arrangements with the Govern- 
ments of El Salvador and Haiti. 


The arrangement with El Salvador authorizes draw- 
ings up to the equivalent of $11.25 million for a period 
of six months. It was requested in order to strengthen 
the international reserve position of El Salvador prior 
to the marketing season for the country’s crops of 
cotton and coffee, from which its foreign exchange 
earnings are chiefly derived. El Salvador, which main- 
tains a convertible currency in accordance with the 
Fund’s Articles of Agreement, has made similar arrange- 
ments with the Fund in previous years and has repur- 
chased in full any drawings under these arrangements. 

The arrangement with Haiti makes available the 
equivalent of $6 million, for a period of one year, in 


support of the convertibility of the Haitian currency. 
It becomes effective on October 1, 1960, when Haiti’s 
present $4 million stand-by arrangement with the Fund 
expires. Haiti has made no drawing under the existing 
arrangement, which was established a year ago in 
connection with a stabilization program. Haiti’s out- 
standing drawings under previous arrangements amount 
to $4 million. Haiti’s foreign exchange earnings im- 
proved during the past year, principally as a result of 
increased exports of coffee. Earnings from this source 
have had a favorable effect upon domestic incomes and 
tax yields, as well as on the balance of payments, which 
has also benefited from recent fiscal and monetary 
policies. The Fund will remain in close contact with the 
Haitian authorities while the new arrangement is in effect. 


Sources: International Monetary Fund, Press Releases, 
Washington, D.C., September 23, 1960. 
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International Development Association 


The International Development Association (IDA) 
came into being on September 26 as an affiliate of 
the World Bank (see this News Survey, Vol. XII, 
pp. 245-46). 


Fifteen countries—Australia, Canada, China, the 
Federal Republic of Germany, India, Italy, Malaya, Nor- 
way, Pakistan, the Sudan, Sweden, Thailand, the United 
Kingdom, the United States, and Viet-Nam—have al- 
ready become members, bringing total subscriptions to 
the equivalent of $686 million. Ecuador, Ethiopia, 
Honduras, and the Netherlands have also signed the 
Articles of Agreement, but have to complete other 
formalities for membership. If all members of the Bank 
join IDA, its initial resources will be the equivalent of 
$1,000 million, of which the equivalent of $787 million 
will be available on a fully convertible basis. 


IDA is to be administered by the World Bank. It w'" 
seek to promote economic development by providing 
finance to the less developed countries on terms more 
flexible and bearing less heavily on their balance of 
payments than conventional loans, thereby furthering 
the development objectives and supplementing the activ- 
ities of the Bank. The first meeting of the Executive 
Directors of IDA, representing its member countries, 
will be held later this year, and on the date of this 
meeting IDA will formally begin operations. 


Source: International Development Association, Press 
Release, Washington, D.C., September 26, 
1960. 


IBRD Loan to Colombia 


The World Bank on September 20 made a loan 
equivalent to $5.4 million to equip the new Atlantic 
Railroad in Colombia. When completed, the railroad 
will interconnect Colombia’s railway systems and pro- 
vide the first fast and reliable transportation between 
Atlantic Ocean ports, central Colombia, and the 
Pacific. The Bank’s funds will finance purchases of 
locomotives, rolling stock, and maintenance equipment; 
local currency costs of $600,000 will be met by the 
Government of Colombia. 


Four private banks are participating in the loan, 
without the World Bank’s guarantee, for a total amount 
of $512,000 representing the first four maturities and 
part of the fifth maturity which fall due between May 1, 
1962 and May 1, 1964. The participating banks are 
Continental Illinois National Bank and Trust Company 
of Chicago, Brown Brothers Harriman & Co., Chemical 
Bank New York Trust Company, and Grace National 
Bank of New York. 


The loan is being made to the Colombian National 
Railroads (CNR), an autonomous entity established by 
the Government in 1954 to own and operate the rail- 
roads of Colombia. Establishment of the CNR was part 
of a program for reorganization of the administrative, 
operational, and financial system of the railroads and 
for the rehabilitation of existing track and other railroad 
properties. 

World Bank loans totaling $40.9 million, made in 
1952 and 1955, have already assisted in financing rail- 
road construction in Colombia. Three sections of a new 
railroad 425 miles long have been opened to traffic, 


and the entire railroad is scheduled to be open 
early in 1961. 


The Bank loan is for a term of 15 years and bears 
interest of 574 per cent per annum, including the 1 per 
cent comr-:iss'on which is allocated to the Bank’s Special 
Re. ve Amortization will begin in May 1962. The 
“ar <5 .caacvareed by the Republic of Colombia. 

as now made 17 loans, totaling $178.6 mil- 
lion, x. Cecvcrnbia for the development of railways and 
highways ona of electric power and agriculture. 

Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., September 20, 1960 . 


IFC Investments 


Investment in Chile 


The International Finance Corporation (IFC) an- 
nounced on September 29 a commitment to invest an 
additional US$200,000 in Cementos Bio-Bio, S.A., to 
help finance the construction and initial operation of a 
cement plant near Concepcién, about 350 miles south 
of Santiago. The commitment will bring IFC’s total 
investment in the company to $1.2 million, The first 
investment, made in 1959, was $1 million (see this 
News Survey, Vol. XII, p. 49). The supplementary 
investment is to help defray additional costs incurred 
by the company, principally for additional earthquake- 
proofing oi the plant. 


The plant is designed to produce approximately 
132,000 tons of portland, iron portland, and slag cement 
for domestic consumption. The cost of the project has 
been increased from $4.9 million to $5.7 million. 
In addition to IFC’s investment, financing will be pro- 
vided by a group of Chilean shareholders, Koppers 
International, C.A. (an overseas subsidiary of Koppers 
Co. of Pittsburgh), and Transoceanic AOFC. 


The total IFC investment will be in unsecured dollar 
notes bearing 7 per cent interest payable in dollars and 
maturing between 1966 and 1976. IFC will also receive 
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additional interest related to profits and an option to 
subscribe to stock of the company. 


IFC’s commitment is subject to completion of the 
necessary legal formalities. 


Investment in Finland 


Announcement was made on September 29 by the 
International Finance Corporation (IFC) of a commit- 
ment to invest US$1,875,000 in Rauma-Repola Oy, of 
Helsinki, to help finance the expansion and moderniza- 
tion of the company’s diversified manufacturing oper- 
ations. The total cost of the program is estimated at the 
equivalent of US$18 million. 

Rauma-Repola is one of Finland’s largest manufac- 
turing enterprises, employing some 15,000 people; its 
1959 sales were about $60 million. The company 
operates in the fields of pulp, lumber, heavy machinery, 
and shipbuilding. Of its 24,000 shareholders, the largest 
shareholder and principal sponsor is Kansallis-Osake- 
Pankki, one of Finland’s largest commercial banks, 
which owns 20 per cent of the capital stock. 

The IFC investment will be in unsecured dollar notes 
bearing 6 per cent interest payable in dollars and matur- 
ing between 1961 and 1965. IFC will also receive 
additional payments dependent on dividends and an 
option to purchase stock. 


IFC’s commitment is subject to completion of the 

necessary legal formalities. 
Sources: International Finance Corporation, Press Re- 
leases, Washington, D.C., September 29, 1960. 


Extension of GATT Membership 

During the meeting of the GATT Council in Geneva 
in September, representatives of the Governments of 
Ireland and Argentina stated the desire of their Govern- 
ments to accede to the General Agreement on Tariffs 
and Trade under the terms of Article XX XIII. Working 
parties will meet in October to consider these appli- 
cations for accession to the Agreement, as well as 
applications made earlier in the year by Portugal and 
Spain (see this News Survey, Vol. XII, p. 422). 
Source: GATT Press Release, Geneva, Switzerland, 

September 26, 1960. 


Europe 


Treasury Bill Rate in the United Kingdom 


The London discount houses raised their concerted 
bid for treasury bills on September 9, and the bill rate 
dropped by more than ¢ per cent, to £5 10s. 2d. 
The discount houses’ portfolios of bills have been re- 
duced by demands from the clearing banks and foreign 


banks acting on behalf of overseas investors. The Times 
adds that a large proportion of the money that has been 
flowing into London recently has been invested in 
treasury bills, but lately there has been a tendency for 
more of these and other funds to be channeled into 
short-term bonds. 


Source: The Times, London, England, September 10, 
1960. 


Middle East 


Economic Developments in the Sudan 


The balance of payments of the Sudan for the first 
half of 1960 showed a deficit of LSd 1.9 million on 
current account, but drawings on foreign loans and 
grants and a special payment of LSd 3.0 million by the 
U.A.R. (Egyptian Region) amounted to LSd 9.2 mil- 
lion during this period; a payments surplus of 
LSd 7.3 million was thus realized. The rate of disposal 
of the cotton crop at high prices was satisfactory; of a 
total crop of 658,000 bales in 1960, about 80 per cent 
had been sold by the end of July. Total foreign exchange 
reserves increased from LSd 55.7 million at the end 
of 1959 to LSd 62.3 million on June 30, 1960. There 
was also a substantial increase in bank credit to the 
private sector during the six-month period—from 
LSd 24.0 million to LSd 36.8 million. The expansionary 
impact of both these factors on the money supply was, 
however, largely offset by the cash surpluses of the 
Government and the Cotton Boards, amounting to 
LSd 5.4 million and about LSd 10 million, respectively. 
The money supply increased from LSd 34.1 million 
to LSd 35.6 million. 


While the large expansion in bank credit to the 
private sector was due primarily to seasonal factors, 
practically all categories of private credit showed some 
increase. The ceilings on advances in certain restricted 
categories were raised in May by 15 per cent, and these 
advances increased by LSd 1.3 million. Long-term 
advances also increased, and the banks have been more 
active in financing crops other than cotton. The liquidity 
of the commercial banks dropped from 29.6 per cent 
to 25.4 per cent. 


The availability of external financing, including the 
new loan agreement with the International Bank for 
Reconstruction and Development for the completion of 
the Managil Irrigation Scheme (see this .’-ws Survey, 
Vol. XII, p. 397), and the improvement in the govern- 
ment budgetary position have made possible a sub- 
stantial increase in the funds allocated to development 
projects. A total of LSd 24.4 million has been budgeted 
in 1960-61, compared with LSd 12.8 million in the 
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previous year. The 1960-61 ordinary budget also pro- 
vides for a LSd 5.1 million increase in current expendi- 
tures over the 1959-60 figure. A current surplus of 
LSd 8.3 million is expected. 


Source: Bank of Sudan, Economic and Financial Bulle- 
tin, April-June 1960, Khartoum, Sudan, Au- 
gust 1960. 


Bond Market in Israel 


The value of the outstanding bonds listed on the 
Tel Aviv Stock Exchange increased during 1959 from 
1£236 million to 1£341 million, all of the increase 
being in bonds whose yield is linked either to the 
U.S. dollar exchange rate or to the consumer price 
index and which at the end of the year amounted to 
1£268 million. Most of the demand for linked bonds 
came from institutional investors. Consumer prices 
were fairly stable in 1958 and 1959, and demand for 
bonds linked to the consumer price index diminished. 
There was, however, a lively demand in 1959 for dollar- 
linked bonds, in part as a result of a consensus of 
opinion that a devaluation was imminent, despite re- 
peated denials from official sources, and their prices 
advanced steadily in the second part of the year. 


During 1960 the prices of dollar-linked bonds showed 
a downward trend, while index-linked bonds recovered. 


Sources: Bank of Israel, Annual Report 1959, Jerusa- 
lem, Israel, May 1960; Business Diary, Haifa, 
Israel, September 29, 1960. 


Far East 
U.K. Loan fo India 


Additional loans by the United Kingdom to India 
have been announced, following discussions between 
the Chancellor of the Exchequer and the Indian Minis- 
ter of Finance. During the next six months, Britain will 
lend India a further £5 million to finance imports from 
the United Kingdom. The United Kingdom is prepared 
to provide additional loans totaling £30 million “as an 
initial act of assistance,” in order to enable India to 
place orders now for projects included in the Third 
Five Year Plan, which begins in April 1961. Agreement 
was also reached that further discussions should take 
place on the U.K. financing of the planned extension 
of the Durgapur steelworks, at an estimated cost of 
some £20 million. The Financial Times suggests that 
part of this sum will be borrowed by India from British 


banks, while the remainder, about £15 million, will be 


provided as a U.K. Government loan. 


Source: The Financial Times, London, England, Sep- 
tember 24, 1960. 


Indian Exports of lron and Semifinished Steel 

In 1959, India exported 50,000 tons of pig iron, 
11,000 tons of slabs, and more than 2,000 tons of 
ingots and billets. According to the Indian Iron and 
Steel Controller, the export targets for 1960 are 
130,000 tons of pig iron, 100,000 tons of billets, and 
100,000 tons of slabs and ingots. Contracts for sub- 
stantial quantities have already been signed. 


Source: The Statesman (Overseas Edition), Calcutta, 
India, September 3, 1960. 


Ceylon’s Foreign Exchange Allocation for Travel 

The basic Ceylonese foreign exchange quota for 
tourist travel, which was previously £300 for a period 
of four years and was granted for travel to most foreign 
countries, was withdrawn on September 1, 1960. In 
future, any person leaving Ceylon will have to make an 
application for foreign exchange, and each application 
is to be treated on its merits only. 
Source: Ceylon News, Colombo, Ceylon, September 8, 

1960. 


United States and Canada 
U.S. Balance of Payments 


Major features of the U.S. balance of payments in 
the second quarter of 1960 were an improvement in the 
balance on account of goods and services and more than 
offsetting increases in outflows of private and govern- 
ment capital. Total net U.S. international transactions in 
this period resulted in a reduction of gold and short-term 
assets at an annual rate of $2.9 billion, compared with 
$2.6 billion in the first quarter. The balance of pay- 
ments during the first half of 1960 was substantially 
improved from the deficit of $4.1 billion recorded for 
the first half of 1959 and the $3.8 billion deficit for the 
year 1959 as a whole; however, the favorable trend did 
not continue in the second quarter. 


Most of the dollar funds obtained by foreign coun- 
tries and international institutions during the second 
quarter were kept by them in various forms of liquid 
investment. The monetary gold stock of the United 
States declined by $94 million. Although this exceeded 
the decline ($50 million) in the first quarter of this 
year, it was far less than the $740 million decline during 
the second quarter of 1959. The reduction in the mone- 
tary gold stock accelerated during the summer, and for 
the third quarter as a whole amounted to somewhat 
more than $600 million. 


The continued rise in merchandise exports in the 
second quarter brought them to an annual rate of more 
than $19.5 billion—an increase of about 30 per cent 
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from the low of early 1959. Merchandise imports, after 
seasonal adjustment, were at an annual rate of $15.5 bil- 
lion, slightly below their near-record rate in the second 
quarter of 1959. The $4 billion excess of merchandise 
exports over imports in the second quarter of 1960 
compares with an excess of $3 billion in the first quarter; 
in the second quarter of 1959, exports and imports had 
been about equal. 


The principal offset to the increase in net receipts 
from merchandise transactions in the second quarter 
of 1960 was a rise in the net outflow of funds through 
capital transactions, which included the U.S. Govern- 
ment contribution of $80 million to the Inter-American 
Development Bank. The rise appears to have been 
mainly in funds seeking liquid investment abroad, in 
response to interest rate differentials. During the second 
quarter, the reported outflow of U.S. capital for short- 
term investment in Europe and Canada amounted 
to $160 million, contrasted with an inflow of $110 mil- 
lion during the first quarter of this year and of 
$30 million during the second quarter of 1959. A rise 
from $30 million in the first quarter of 1960 to $150 mil- 
lion in the second in net U.S. payments on unrecorded 
transactions (net errors and omissions), adjusted for 
seasonal changes, also probably reflected to a large 
extent the movement of short-term funds. 


Source: Department of Commerce, Press Release, 


Washington, D.C., September 27, 1960. 


Canada's National Output and Balance of Payments 


Gross national product in Canada during the second 
quarter of 1960 was at a seasonally adjusted annual 
rate of $35,048 million, about 14% per cent less than 
in the previous quarter. The decline was the first since 
the fourth quarter of 1957 and, with prices substantially 
unchanged, was mainly in physical volume. On a season- 
ally adjusted basis, exports of goods and services, 
spending on new housing and industrial plant and 
equipment, and business inventory accumulation were 
all lower in the second quarter; partly offsetting was a 
substantial rise in consumer expenditures. 


Reflecting in large measure developments in merchan- 
dise trade, the deficit on goods and services account 
rose from $315 million in the first quarter of 1960 
to $471 million in the second. This increase was 
financed largely by short-term funds, which shifted from 
a net outflow of $57 million in the first quarter to a 
net inflow of $140 million in the second. Private direct 
investment in Canada was maintained at the high rate 
of $160 million, about the same as in the two previous 
quarters. Official holdings of gold and foreign exchange 
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were reduced by $82 million during the second quarter, 
the largest quarterly decline in several years. 


Merchandise exports recovered strongly in July and 
August. For the two months combined, there was an 
export surplus of $49 million. In each of the first six 
months of the year, there had been an import surplus; 
for the six-month period, the deficit was $206 million. 
In the January-August period of 1959, commodity 
imports exceeded exports by $419 million. 


Sources: Dominion Bureau of Statistics, Daily Bulle- 
tin, September 26, 1960, and Quarterly Esti- 
mates of the Canadian Balance of Inter- 
national Payments, Second Quarter, 1960, 
Ottawa, Canada. 


Latin America 
Economic Conditions in Mexico 


President Lopez Mateos, in his annual message to 
Congress on September 1, stated that the Mexican 
economy in mid-1960 was gaining strength, the diffi- 
culties which had characterized 1959 having been over- 
come. Domestic investment and consumption are on the 
rise, as are fiscal collections; prices continue to be 
stable; and the international position of the Mexican 
peso is sound, having the backing of US$424.6 million 
in gold and foreign exchange reserves and US$345 mil- 
lion of credits abroad. The federal budget deficit was 
reduced from 956 million pesos in 1958 to 436 million 
pesos in 1959. This trend was accentuated even more 
during the first five months of 1960, when the budget 
was balanced as a result of collections that exceeded 
original expectations and despite the very substantial 
increase in public investment. 


The public sector will invest 25 per cent more 
in 1960 than it did in 1959. Up to the middle of 
August, public investments equivalent to US$640.mil- 
lion had been approved for the current year. The Presi- 
dential Secretariat has under study public investment 
programs for 1961-64. For these, as well as for other 
programs already approved, care is being taken to 
provide noninflationary financing and to establish a 
proper system of coordination and priority ratings for 
the various projects. Changes recently introduced in 
the planning, scheduling, and inspection system for pub- 
lic expenditures had several objectives: strict adjustment 
of investments and projects to the needs of the people; 
elimination of projects that are unsound, superfluous, 
or can be put off; and avoidance of futile duplication 
and waste of resources and effort. 


The Government continues to give priority to the 
promotion of industrialization, at the same time looking 
to the needs of the other sectors of the economy. The 
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results of this policy are reflected in rising indices of 
production, particularly basic raw materials, equipment 
and machinery, cement, glass, and pig iron. The over- 
all output of the manufacturing industry increased by 
10 per cent during the last 12 months. The agricultural 
situation is good: the 1959 record was satisfactory, 
and there is reason to believe that national agricultural 
and livestock production will expand further in 1960, 
because of favorable climatic conditions, the amount of 
land under cultivation (more than 2 million hectares 
were distributed among farmers during the last 


12 months), and greater availability of agricultural 
credit. 


Emphasizing that the recent national population 
census showed that Mexico’s population is growing at 
an extremely high rate, the President pointed to the 
need for continuing economic development at a pace 
faster than that in recent years. With this end in view, 
efforts are being made to channel domestic savings to 
such sectors as industrialization. It is also necessary to 
follow prudent foreign trade policies aimed at promoting 
exports and restricting imports of luxury goods. 


The public works program initiated in 1959 and 
carried over into the present year has been aimed pri- 
marily at improving the basic services needed for a 
diversification of the economy. New highways totaling 
more than 1,000 kilometers were constructed in 1959, 
bringing the national highway network total to almost 
40,000 kilometers. Construction is going forward on 
six new railway lines and on numerous electric power 
plants. Public investment in the electricity industry 
in 1959 amounted to US$65 million, and in the petro- 
leum industry, to $160 million. 


On the international front, Mexico continues to 
advocate the establishment of remunerative prices for 
raw materials on the world market, and to oppose 
international loans’ to finance ‘the production in other 
regions of raw materials that are already in surplus 
supply. Also, Mexico has declared itself in favor of the 
suppression of artificial practices which dislocate tra- 
ditional trade currents, to the serious harm of the less 
developed countries. 


Other important events during the last 12 months, 
which were outlined in the President’s message, were 
as follows: Mexico’s adherence to the Latin American 
Free Trade Association Treaty, which is opening new 
prospects for Mexican producers at the same time that 
it is imposing new responsibilities; advance redemption, 
totaling US$39.2 million, of the old foreign debt; pur- 
chase by the Government of Compafiia Mexicana de 
Luz y Fuerza Motriz, which, added to the earlier acqui- 
sition of the American and Foreign Power Company, 
for all practical purposes places the Mexican electricity 


industry in the hands of the State; financial consoli- 
dation of Petroleos Mexicanos by means of a govern- 
ment contribution, amounting to 1,770 million pesos, 
which will cover all outstanding short-term and medium- 
term obligations of the agency and place it in comfort- 
able economic circumstances in the future; and estab- 
lishment of the petrochemical industry. 


Source: Banco Nacional de Comercio Exterior, S.A., 
Comercio Exterior de México, México, DF., 
September 1960. 


Money Supply and Prices in Brazil 


The money supply in Brazil increased by Cr$S0 bil- 
lion, or 9.9 per cent, in the first half of 1960, compared 
with Cr$36 billion, or 10.2 per cent, in the first half 
of 1959. The index of wholesale prices, excluding 
coffee, rose by 12 per cent in the first seven months of 
the current year, in contrast to a rise of 18 per cent in 
the same period last year. The difference was even more 
marked in the cost of living index for Rio de Janeiro, 
which increased by 23.5 per cent from January to June 
last year, but by only 6.3 per cent this year, owing 
largely to the relatively better crops of some important 
food items in 1960. The rise in the food index this 
year was only 0.2 per cent, whereas last year it amounted 
to 29.7 per cent. The cost of living index for S40 Paulo 
rose by 14 per cent in the first six months of 1960, 
compared with 19 per cent in the same period of 1959. 


Sources: Jornal do Commercio, Rio de Janeiro, Brazil, 
July 17 and September 11, 1960. 


Other Countries 
Australian Loans 


The Australian Prime Minister has announced that 
subscriptions to the government loan issued in Sep- 
tember (see this News Survey, Vol. XII, p. 483) totaled 
£A 32.8 million, an oversubscription of £A 2.8 million. 
The success of the loan was due largely to continued 
support by savings banks and to increased subscriptions 
by dealers in the short-term money market. 


In addition, the Australian Government issued in New 
York at the end of September $25 million of 20-year 
5% per cent bonds through a group of 67 investment 
firms managed by Morgan Stanley & Co. The bonds 
were listed for general distribution at 98, to yield 
5.415 per cent to maturity on October 1, 1980. The Wall 
Street Journal reports signs of quick oversubscription; 
on the day of issue, some dealers not connected with 
the underwriting were quoting the bonds at 98% bid, 
98% asked. The new bonds, which will be payable 
in U.S. currency as to principal and interest, are not 
redeemable before October 1, 1970 except by operation 
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of the sinking fund. The last issue of bonds in New York 
by the Australian Government was in April 1960, when 
$25 million was raised (see this News Survey, Vol. XII, 
p. 339). 


Sources: The Times, London, England, and The Wall 


Street Journal, New York, N.Y., Septem- 
ber 28, 1960. 


Currency Relations Between Ghana and Guinea 

The Deputy Governor of the Bank of Ghana, 
Mr. Amoaka Atta, has suggested that Ghana and 
Guinea should set up a central bank to maintain a single 
gold and foreign exchange reserve, thus opting out 
of the sterling area. He deplored the fact that there 
was no statistical record of investments held overseas 
by residents of Ghana, and proposed a statistical survey 
of private investments abroad as a prelude to measures 
which would make it impossible for scarce capital to 
leave Ghana easily without check or control by the 
central bank. 


Source: West Africa, London, England, August 27, 
1960. 


Fund Executive Directors 

At the 15th Annual Meeting of the Fund, the follow- 
ing Executive Directors were elected to represent the 
countries indicated: 

Thorhallur Asgeirsson (Iceland): Denmark, Finland, 
Iceland, Norway, Sweden 

Mauricio C. Bicalho (Brazil): Brazil, Colombia, 
Dominican Republic, Haiti, Panama, Peru 

J. M. Garland (Australia): 
South Africa, Viet-Nam 


Australia, Union of 


Guillermo Walter Klein (Argentina): Argentina, 
Bolivia, Chile, Ecuador, Paraguay, Uruguay 


Pieter Lieftinck (Netherlands): Israel, Netherlands, 
Yugoslavia 

José Antonio Mayobre (Venezuela): Costa Rica, 
Cuba, El Salvador, Guatemala, Honduras, Mexico, 
Nicaragua, Venezuela 

Louis Rasminsky (Canada): Canada, Ireland 

Ahmed Zaki Saad (United Arab Republic): Afghan- 
istan, Ethiopia, Iran, Iraq, Jordan, Lebanon, Pakistan, 
Philippines, Saudi Arabia, Sudan, United Arab Republic 

Sergio Siglienti (Italy): Greece, Italy, Spain 

Soetikno Slamet (Indonesia): Ghana, 
Libya, Malaya, Morocco, Tunisia 


Indonesia, 


Gengo Suzuki 
Thailand 


(Japan): Burma, Ceylon, Japan, 


Beue Tann (China): China 


André van Campenhout (Belgium): Austria, Bel- 
gium, Korea, Luxembourg, Turkey 


The elected Executive Directors assume office 
November 1, 1960. 


The Board will also include five Executive Directors 
appointed by the United States, the United Kingdom, 
France, the Federal Republic of Germany, and India. 
These Directors are currently Frank A. Southard, Jr. 
(United States), The Earl of Cromer (United King- 
dom), Jean de Largentaye (France), Wilfried Guth 
(Federal Republic of Germany), and B. N. Adarkar 
(India). 


Mr. F. C. Pryor, Assistant Secretary, General Finan- 
cial and Economic Policy Branch, Department of the 
Treasury, Canberra, has been appointed Alternate 
Executive Director of the Fund for Australia, the 
Union of South Africa, and Viet-Nam, the appointment 
effective as of the close of business September 19. 
He succeeds Mr. A. W. McCasker. 


Fund Transactions 


The record of Fund transactions published in Jnter- 
national Financial Statistics, October 1960, shows that 
in August the equivalent of US$7 million was purchased 
by Argentina, $250,000 by Bolivia, $1.3 million by 
Honduras, and $2 million by Iceland. All of these 
purchases were made under stand-by arrangements, and 
the currencies purchased included not only U.S. dollars 
but also Danish kroner ($0.8 million), deutsche mark 
($1 million), and sterling ($0.2 million). The stand-by 
arrangement with Spain, which was announced in 
July 1959 (see this News Survey, Vol. XII, p. 25), 
was renewed for an additional 12-month period, to 
August 1961. 


The equivalent of $6.1 million was repurchased by 
Chile, $150,000 by Paraguay, and $70 million by 
the United Kingdom. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D. C. 
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